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RE MARKS 

1 lu' e\'i:o;nk^r pi,-.M>L>iuijK rejected Ckinis 1-12 on tlie gfoimd oi jk>'^ ^ 's\ 
obviou^ilc^s ■ ^po J.)Ui-<u.' p.ttrniing as being impaicti tabic over claims. 1-12, ?t;v)v.\ \ 
pendini; \p:>lu-<!i;o.n \o :ilO?7J§2. 

Claim i is vlHvVtcd lu 



1$ t:dOcJ u 1 t i miUketpiate *Jsr nicl nxl von u 

- ' 's I i i ho vinio Itd^Ho^ a ticauo^ .niv l\H5 to^ sti,o>iJ 
Und "ha: Uadul an a t,ccomi marketplavX m a dtlk'icnl countn 
ihmr that oi the first timd; and 

{'el-vcnpg a pre^cnbed numbcf of shares in the first fund to the 
p n 0 -icj -n excT uyic lor the <.'t'cmor a iv I i->\c' of 
MX! ^ ,<!«,' 5 ^ot,^'! t\ nuinhor «. f .uls n ib*. sccojiJ 1 md 
acvf^uf^ ^i'^ t-a-ih *hat oucd by the agent to the part'o:pant 



Claim i <u'thc to-pendmg application directed to 



a iirsi marketplace, a^mpnsmg: 

cjvchangjng between a mariet participant and :m agon: a 
creation imit basket ot\securitics for tiic first fund txetdcd for a 
prescnbed nuiTsber oi" shares m the first ilmd, which has a basis that 
lb ■-rh^ts.'ntuilh- the same basis as a cieatum unu basis tor a second 

man thai ot ilie brst iund; and 

oei]\ ciing bs enhet the agen oi niasket partiupaut a iioiiibci ol 
shares m the second &nd or m other secimtics lo aoamni for anv 
"cfish aiBoimt" that may be owed beiweieii the agent and the 
t^anicipant ai* result of the exchange of the creatiop unit ha&]s.ci a^" 
secuntjes for die shares m the first fund. 

0 n V 0 ^ ii.' M <i V not an ob\it)us \cu ar. 1 ^ ui .ii I u H u- (h ' 
apj js-duo'i >i!xi. Mi tlie eo~r>ending appheation delnctmg a nunthei oi sbxes .n hi<. so<,i Kd fund 
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io dcauint fOx ar> "cash iniouat" is allowed by cithei the ageut oi n aikci p<«t.cindn. oiivl in 
addition the option ss offered to dehvci y of other secunties. 

i U 1) c I. ct. V.U 1 Lu us }-n utidei r S C i sc\oi d pdtagiapn, a\ ftcLsig 
judefn ^ie o u iLt^g to pa ttx:ulari> point out and d stincUv ciaun the subject natter which 
apphcaiTt regards as the iiiventjoa. 

ilie examsnet; stated: 

CiaHia 1 js rejected ttader 35 UiS.C, 1 12, seeooii t>ar»^r»pit, as !>ei»g met>mp{ei« 
Jwr omitting essc«t«aJ stqts, such obmsshih itHioantins to a gap between the steps, See 
MPfcP Is 2i?2.0 J < 1 : Jj« amttted mps are: how i!( the fiaaftcial »r<«iKtt pnwtiscBd? 

Clajm 1 rtx;!ies the features needfsd to distinguish over the atet! art, namely, dehveruig by 
a market participant m m agent for the first fund, a creation i^i^it basket of sectirities having a 
ba-isis that iS subj.'^^nualh the vatne ba^is <?«^ a c (.ation unit ba^^iu for a <?econd fund tha* *s traded 
ir second r}-^ar,\x v .J^.v^iV '\ < oltn. }u4 -.iJ .niJ uv iw.'si • 

jr^^scn! nunbc" ^'i s^uaics ui the hrM ^uiu. to t!>c maiket participant, u o\clMnge kir .be 
creanon unit basket ot secunties ... . 

Aiiv ot^ er steps onuttod are either conventional oi not needed to ticfme the subject matter 
of Lhe invt-ntion I he feature of dehvcnng . , a itccond, number of shares in the st co id fund ;c 
acc(>vi'it loi i,.t^h thi.'* IS ov^ed b\ the agent to the partiupanf * to >fu c spct K'i^.h rocitod ik 
the cLin^ ^'lo <.>a.i i lias rot lunusno^i un^ mk'I 'ajiLnuj.' Appjcaa. to sxtstow i^io scope 
of this oraiiv omer leature. 

Vtcotclii.i. . i iahii 1 's complete Sni iL« ciamis 2-12 a^o complete 

lite exatniiier also argued that : 

she specification does aoi {uovirfe a $tjtu<i£trit for asccsiammg the retjtKSJti' decree. 
a«*J oae «f ordiKarv skiH m the art wo«)d »of: be r«as«»«fofy ap{»rjsed of the scope <f} 
the i»ves(»m. Ht»w tss "sat>5tii»tialiy (he ssiitte btisis" )»e»$ur«»i? 
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The use ofJho tcmi substantially in claims L 7 and 12 docs noi icndcr these claims 
ioiicfur.tc since one slilicd in the an would Uitderstsuid ihnt "'havm^j d basi^ that is substantially 
'he y,v\;K briMs' r^o'c^ ofl'ji^ tio foatu'c \Ki\.h a de^irot o; u '.c\a\z<^-^. o . aku^ "about The 
bJtDi uKikx 'ic a.si. on<HriCd oy one skilled in the an iii>ing guidance offered by apphcoju\ 
spccjfioalitm. bsdecd, Ibr an exact arbitrage the creation units in tho fundts in general would need 
to be identical. One skilled in the art could depart from ideiuical creation unit basi^5 according to 
the degree that one would desire to depart from the exactness of arbitrage between the tvi o fuiids. 

The axmnh er also stated that: "Tlic tcun "mas be*' nt clonns 2, 4 axid H is Itidcfinite. Is 
the cash required or not?" Claims 2, 4 and 8 have beeji iuueudeci. 

The exaiTriiaef also stataii that: 

<. Saiisss 3 and V rcdtv comhmmi iaHgHitgc (i.e,, "whCi*i»iK ii the cmh k a 
posssiv!^ jis-sitxjiM jue a<>ef!J...,' ) without safficieiitJy pnniciiftg ««c of ordm«ry skiii 
itj.tiiriJCTiOfiii tar procec(5im; in tfio oveiit thsr the Cfmditkwi fasSs, WSs&j hsfjptns i! tS)e 
Ciish sf, ii !sc<>a!ivi.' afjKiiiK! ! )u- t.Saii)! ;ihu (.xpi fsses dtscretionary la(fi>((agt! {(.e,. 
"«!;.> -.I'^i-iu m i?s (>!>()<!!)"!. 1 iiiis, !;ivsH<'. tno (.iamn ti»eir bs-oaclcst reasonabie 
iBKM-pri?isi5«)» ihet\' is not n posftivc iiHsiiaiton <«■ ceqttitvmfiK tim stiytiim^j is dony. 

Clauu 3 ;ind claim 9 were amended to clai-ify that if the calculated cash is a po.siiive 
amount that is owed by the agent to the patticipant, tlie agetit at its option ean issue, shares in the 
second country fund m hcu of cash. Claim 3 is definite since it clearly points out a I'eatta-c o: tho 
in\ .ntjon .u^d one ^^killed m the art can readilv ascertain the bounds of the feature. What h..;')T)en^ 
1*^ JK> rcHk \'\- .\ aoi ^.jnaic lo pens u tho -k Kd peHv>r \> .uHieiN\^nd ^ h- n ' 
\K\^o\v.! r " a.-'pux-s IKMP ' .r 2 which ^ct^ ionh ea^wjlariii.' i-ic . s v, .s, '?c<Jt'J 

be e\.b.int>Cv^ i ctwc.M cnt and the p.uticipant . 1 hus. ciajm 2 mrh.,t ^ jvX^'^Cs v\ i 
happens it the vondiuou i-s not satjsiled. in the envisioned utibodfinent, the agoni h.i& the option 
of dc'neing i^harcj*, whereas if the condition is not satisfied, namely that th«^ cash !s owed by the 
market r -ricrMnf the inarkei paiticipant aecordmg to chum 2 dci:\cns cash 

I he o\oT\ uvi slated that the tcim "sinail amount" m elaun-^ 4 and 1 ^^ a- . ^d.w . . n n 
rendei v .\ u ,rocLni\ \ ^r< s..^'^ ^ v.' < ti tun^ .uu lo 

\vCv^Uvhi^ V n Mew of inc abOvC amendments .wd lemarkb Janns .-II arc ! x s o<a U 
added claims . ^ ;o arc piopei under i5 L S C 112^ ><ccond paiagi'aph 



hid S biL, (.or md 



C aim Ko c ci isnv 3 ^ U SX J ifi i 

!V tv ni u '•occkd claims 1-12 under ^5 1 SC ]fr>n)a'-lHi luUbKo t. 

5^ ^ *s n ^ 1002^266 m view otTxchajngctiadtdfvnds tiit vd\t. ^^1 l.c 

I . he examiner stated: 



R« CiaiJH Ic Gasfaaeats djscitises a method of prodacing slisrcs ot a Ss-st f««rf 
ih&t iatrndtd oo a first wjarketjjlate. ttie method tomprtssns; 

Oi-'iivfi jns; bv s tnarkt-f jsartjojwdt io an agissii for £he first Sseud. a cffea*j»sj umt 

a U isi-i 01 i in(i (u fi ihit ) tiatit tl <f i s sit )n ^ niii ktij. i isijd^^trwt 
k vt!)i»ihfs! fK * isl tmi<U' -istiuii 1 tir^i \m) |f)Oinj j(XW4ji 
i.sssiint'au fasLs c« expsR'ijiv <hsci(w«; 

i h (ttii i itvtrji td nunibtr (^^lisans i (ht !(r ! u id i iiitia 
i id i( tK(-r)Ui(,t !( !ii r iiion nm* f>asi e >f vvf-uriffc". 8 ><{ t <>i.<.«nt3 
m i> i fnr » iht ^tt nti hn t<t ■♦ccouaf ior (.^s^!> Shat <med tbtajjtas to 

the isarticsisatit. 

.SSranss disdo«es: 

iieSiverui" ii s(ri;ss.riiR'a number otsharesia the Isrstiuad ts the mrfcet 
pai «!s:!pis«i, 1!) t'sc!iin)<!c t(.>i- the crcattOH aitit basket of smtntSes aitil a seeon A 
sjtiEiiSjci OS shJii cs us ^iie st-t:<i»uj futid (o iiccouBtfor cssli thtjt is owed t>y the agest te 
tlm mmcipmt iSirauss. fjgs. 1-3). 

it ivmid {i£bv« been obvioas te otte of ordtiiary sktti i» ibe art st tii« tSRie lise 
lm<.nfiaii %*as msde to mod»fv thi teachings «f Oastm*.4tt b\ atlOfUnig tfet ttavh!nj.'> 
)f S{ra«vs Ui petm(k a mtshod ttirthei corapriMii^ deti\«.rsHg a jKe^cnhed «imibtr 

(f hi. <.!s in Uk f! UlSiit it i i jpi!!! i> %lh4«^t S f thu lUino! 

«ii!*hisK S i ! i !i I i i » itK i oid!(-nSi> 

■>i!i,^f.sii<! "^triHSsoni «imid havi. b t.n ri < ti ittdto v.i iiu s. th'^r vh i! 
ar« iturcfeswcd as NAV. 



I Lin <v ji^v,ithti i''c^v.nt>ed not suggested b> an\ tombmatjon oi Ga^t nvuu a ki Stf-aLss 
^i5KC \o von^bu dhon thei>e relertncci i>uggebts dein erng a Ci cation unit bai,iet oi 
^v). unties h.^\ my i ba^N ihat is sub^tantidtlH tjhc i.amc basis a*5 a ueatiim unit ba<;3v tor a scvond 
u HI ♦hi^ > ravk* o? $ -.ttor i moikctplace m a ditteicnt couxitiv ihdxi <hat of ths. iirst iund axid 
<Ljj cj 5^ i I ^ ixr of sh<«c>* m the wtond tunJ to acooimt ior ta^h that is tmcd b> 

) (.v.^ sts^i {He 1 ton ichm<^fcaturt oU'ehstnpg Ho\'ic\ei tiosucb 

*v. 5v u si>tiM nuMncH R uhcr, 1 uh(. pas>*agcs utcd b> the exammtr 0 islincdu 
cVsusVs a SPPR a kfositO!\ radingJt.CLsptb<isujontheSelP ^OOstock ndci However 
*xnvl tK 11^ inosi. ^M-^sagCN cs dsesvht.re m u istme \u us there dcstnbet! both thv first tuna anu 



1 ilccl 




the second fund thai i$ iradcd on a second nwkctplacc in a different country th<m that of the first 
fund. 



ac^\ uk;j\suoi ^.-kK 1 Joxsevcs, the hedge basket di)cs not possvjss fitt' ibaJuics v>f trading in d 
-i! ffi I o*r. to^ati \ 5\ (! ihc actively managed fund nor ha\ing the srnnc or anbstantialiy the same 
Greaiioii imu basjs. 

Strauss neither desjcribcs nor suggests the fcalwe of delis cring a prescribed luimber of 
shares hi the tlrst fvnii to the market participant, m exebangc lor the creau.pj \ hd-^kc ^4 
sccuntse^ .md ix ^eeosKJ. number of shares m the second fund to account foi cfivi 'hs - - . \vod b> 
the agent to the nanjctDani, 

Rarhci, Suau>s desersbcjs die conventional approach m which cash is delivered to account 
tor diYidends fete. For instance, Strauss disscribes 6n page 3, 



\ MXiAi i..ish p&ymmt (Cash ramponenf) generaih iiiso De miide, i ijc hsr 
frf aarfse" number <rf shares »J th« Deposit >>*i*:«r()f«s «» a |WfticuUr SrasHoe 
ts RRa<Sc 8 vaita})te daily to mai-ket participants prior Jo «lje opeiiijjg «f tr»di«g by 
th^ trmtee (in ih^ case oi' a UtT), or t»ve!(f»i«Ht advtstH- or custodiae {i» the caice of a 
sssasged imtd), tj'jjfcaJly tijroogti the fadtities «f the NstSoBaf SiVBrUics neartag 
C»nJOration {NSCC}.'' The Ca<;h Component K d» iinnnisit w^iKii '"tin OisiiitfuS 
E<}aivaiens PayBi(?»f (sis tit finut In Uns \ m mi isss i i>,ii !^i'>i<,i! ifiicti(k-d 

t« sassjre ihtit {consistent ^Mih Kijlo 12k'\ xnuhr tiu i ssistiiKui < o-i (i.in^ \ci of 
IMJ) shares are puTclrased at NAS nent c^K'uiarod frtii<»w»« j eceipi t>t fhu purt h&se 
order tis proper form,' Ths &ividn»d Kquivakiit Paysaetit is at* am»a«t intended to 
?sj&bk an K tomsV* a disrtribatioii of clivideud« ob tlte aext payroent tiate as It all 
«f thf illT's pdi tfoSio securHies had b«c» h^ld fur the entire dividetid pcrio<l, 
if mtsme-i omiftc-d). 



Ssiauss r.c^tbc; dchcnbcs n(>r siiggebtj> the first and '-Ik -second funds traded \n dilierent 
vounines. nor doc^ Strauss describe delivedng . . . find a second, number of share's in the second 
fund IQ aceoimi tor cash thai is owed by the agent to the participant, 

W'hik- Apt:!hcant notesi that Strauss does describe delivering a prescribed number of 
1 ir c^vJ.^"!l-0 i-n the creation unit basket of securities, Strauss aist) t-Iivid}. !e^^nh._- tlk'' 
vo- V s e\>.' <si,^ i Oi ^„ with she shares, not "a second, nmnbci ivf^hfros iv^ si,<.s^j-a .ueh" t>' 

VU^im . .V v» io^^abie o\cr Castineau tiikeu sepaiatcly oi m om.bnuiiioi- \^AK St; ju^n 
a gtm\ eaj!4)ns as tht^se g)vcn in claini 1 , namely that no combination of these references 
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sjggovts J complies piogiani product for aUmmistrainig & f«!>t Bnanvial pioduit that hai> 
Mi^f^s*i a C w i t'rV ni U'tplacc the fust finanudl piodxiU Kiscd tm a V .'a<^^n u-*?! VkoI oi 

i ' \ " s s jb t i \ Us ^ s ^ ^ ! t )i s i'H second 
in ^ i^. a ^Moc ut u i, ^ J i}i,s irddi.'fi on d sccona md k^^p\K>^ m ^ dltt-^^u- uOJ st.^ 
jndudxng m'^trtjctiori. t > dctcnuinc a second, number ol shares m the second turn lo account loi 
cash thai Js owed ... , 

Iriaddiiian the exsmiaer argues tlmt; 

hw.: lh<i tiiutu tivdkes several l«(«Hlerf «s« sfatetTtents which cio not 
carry fjai«fsiM»St' wcssiiif u,c., - a consputi,'!' program prodsset resxinia ots a t.-nntp!!ter 
rc<Kj'4He !uti ui i ! iiist (Rt( n<. tc r 1 ^M) { iS f ji ! Ht sii 

ti'JtUt in u j\ pUtnnW< vu !)t 5i ! ! ssn is !u i is 

tB u striKtsn si diitemjce bt'ovcew the tJsiint'U lnvens«.i» md ths; pnor as* iff oraer 
t0 paj:c!i*»b}v th$ti»g»i$h the ciaii»<e^ lavcntion from the prior art. If the p«w art 
smi««rc j& capable of perfomintg the Intcfided use. tbea It itieets the d»m. 

ucis *t u if ir s tuntionto /cm "2 «. ~ \ t 
1 ! V V ^Mj id liK ^tdvuil Ci cu t'vdismiSisai of an uipdl 3t j'c t 

idi ^ "''^ < ^ ^ Q 2d i ^Sl (T ed Cir 199'>), m lieuo* the patcm ful - 5 V"tttr o 
u V iutUie-> to ;.\am3i alw ot coniputei related mvenUonis deaiK jsanUiomnj, us^ of n(s \\ v.*. 
Beauregard eiajms. 

Iiistractmos to ... determine a second, number of shaies mtiie second fund to account tor 
<^d'i} *hat '*» o\ted r\ tin, agu t to *hc pa ticipant to allow *hc aaen*^ to dch\ei second n ui bv ol 
>u?tsii tlit scv n { 1 id i v.! hv. L i^ii \nd puv(nht.ii in iv o s it ssnf! hi i Mi 
It 1 ajkc ou'ii. MiU tNti^j^k !o the cr^aiK I' uim b io i Uiax i t ihi U 

-> I i! ivi f^viks s i<.i ' Ifi lit on otUhc compute v< ib c 71 u< 1 Ht 1 1 

•'utvJ <t,< d ib iiiedian iiom othu (.omptitcr readable mcdi nwh 1 0)>t 32 1 10 dX ■^^'^ 

\t.vordin!.i\ th<. cxamtnci mii&t gn e patentable eight to aV of the featured rcviteJ n the 
e! tins U iv i. !. t ti > e snbi lauoa o\ t-ja^tmcau xsitb S$*-auss su^j^es{s <},e uam cd u>mputcr 
5 i I <. s 5 ! i<.5 hu jc crcr»c^ 'tichcs tlie teatuKs in tiK L,Ui 1 

hi ! )t \ ^ <H I isl -N !^ O Ji C ^ 1 i s ^ I 

1 1 m io ^ ijc \ k \^ahle osu G istincau ni \m\ of Su 11 u h^. it s i ^ n v is'^ul 
in tho5rba.sc claui-iS- 
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< hn-i •> tC3 c^ainplc 's allovvdblc over ilie conijbination of reSjf^^^ 
^ u < { ^ < tova31o\^-^tlio agent at its optiott to issue shares in th^^ 

C!^jaim/*. lor exaxiiple. is allowable since no cojiibination of thet-efemces 
the .inuaml o+ v<i*h cqiutes values oi the first countiy shares to values of the seeoM country 
shares. 

Claims 5 and 11 

i^^>, ' of Strauss sincv, > ■> ihx iU ' 

s iggLi^t^ 1:0. t.\aij -ilc, i idt iLc agi^ut ^ci^ ,1 nuiKiamin ^ds 5 a'notmt that it wii! u -ve v p^ixU^.^p^ its 
idaim 5 ) or that trausactions that exceed the maximum anount wjll result m issyasce of the 
second ooimtrv tund shares along with the prescribed amouni oi first countrv altares {clami o). 
1 ncfv s no nihu ^■>p ion tor the agert or tht partiupant but to exchange cash ir *H^^ prcKt.s^ 
«.icat.or t S1!>K js hsci \td1 -^Ui s not thu ul ! )sni,s^ <. i\t u nd MiaiSfe 

1 <. si h «. c d id i nui^ivO ip s cii tr Ji.s<.i •^>.-> i ^ ss. g^^sK 

\'^phc4i.!} ^ f I ■> _ s<.paratels fr in combinainm with the ar^ o. rtcuni 

\ i.tlostvi -ar InjiOx'in$t!OoD{5>v,ioi!.ureStdtuiient Hie reference on tins siatcmeut 
whether taken sejuMteh oi m combination ith the oil oi rccoid, neither dei>eibe nor suggest 
die teatures &i Appiscant s claims. 

\t.\\ K ai'ik\' till r 1 ^ 1 ~ aic alio a able for analogous id so.is as those yi^- on 'n then 
respective anaK>iious claims. 

\:. Kk<.d Uu i1sdn»vvi t > 1 vOTupuiei pnv? V \ Ut ^v. it it. 5- 

K\<\h ' rcSudi. s s'^s". i-v.ii<niN tu doty-'inmca nimilu'! of slu^jc^ ihe --oc. -i' t\ch.nuc 
lauded iund tp ac4.i>um for cash that is owed b\ the agent to the participfUit to iiDou the a^erJ k> 
dchver the second, oumber of shares in the second exchange-traded iund in hen ef tlie cash .... 
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C kuns 1 f 22 aK Mo^^ able at Ica^st toi the icavon that ihe\ depend dtrcvt % cr « <. irectlv 

on claim. IS. 

i ! 1! ^ i i. t n 1 (. i i ! ! < I 1 t f 1 

t ill is ii V \ kd k stUcaisci tiKludes daciminng ) mnib^r o( sii tU s ^ d 
cxthante tiadcd iund u? dcinv,r to the participant to account tor c ish tliai ss o\^c\i ihv %cnt tt> 
tht ?4!lic5pant to x]\o\\, thu dgt-nt to di^Intrthc seu>nd number of siwic:* m t^K SvU.mt c\thai\gt,- 
traded iund m hm ox tlie cask 

C Sdims "^1 i6 ait allowable at IcaM tor the reason thai Ihcv depend duCvth or vwi ct K 
on V ' n 

PI ivJ r^v U cs ctun f(.^ ol VOOto deposit account 06 HbO Pcas<.apph 
n \ o 1 ci V 1 Ti^t^K I cjcd to dcpoitJt accovin} Oo I0*^( 
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